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Executive Summary

Banking sector is expanding its hand in different events every day. At the same time the banking process is becoming faster, easier, and the banking area becoming wider. As the demand for better service increases day by day, they are coming with different innovative ideas and products. In order to survive in the competitive field of the banking sector, all banking organization are looking for better service opportunity to provide their fellow clients. As a result, it has become essential for every person to have some idea on the bank and banking procedure. NRBC Bank Ltd. Believes in the vision of together, towards, tomorrow. To achieve the desire goal the bank is showing the excellence at all stages with a climate of continuous improvement. Banks strategic plans and networking will strengthen its competitive performance over others in this rapidly changing competitive environment.

In chapter one I have discussed about the introduction, origin, scope, data collection, limitation & methodology of the study. In chapter two, here discussed about the historical background, organizational structure mission, vision, objective & performance of NRBC Bank of Bangladesh Ltd. In chapter three covered the different ratios on theoretical aspects. Those are used for measuring the financial performance of the organization. Then in chapter four try to evaluate the financial performance of bank by using the various financial ratios. After that in chapter Five discuss the findings of the study, I have given my recommendations and conclusion. The overall objective and mission of my research was to represent the NRB Commercial bank LTD. and to have a clear conception about all the essential parts of the internship program. 

I hope this report, despite its many limitations, will be a gateway to have a clear concept about the Financial Performance of NRB Commercial Bank Ltd.
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Chapter – 1 


1.1: Background of the Study

NRB commercial bank limited emerged as a new generation Bank in Bangladesh anticipating more flow of inward foreign remittance and scope of investment by other investor of different countries of the world boosting up the total economy of Bangladesh . the bank is committed  to devote in creating confidence for investment among the Bangladeshi expatriates offerings desired services ,attractive profitability and secured investment  through various financial products, it is worth mentioning  that flow of inward foreign remittance shall not be increased only by pushing our manpower outside the country unless they made fit and skilled to compete with their peer education program for the intending FC wage earner of Bangladesh to survive against competitors of others countries. The bank intends to set up foundation for the welfare of wages earners families as well as provide charitable and social services to the society .from the beginning the bank is operating nationwide. Considering the comparative ratio of population and beneficiaries of foreign remittance the bank shall spread its operation by opening branches will be opened considering the need and magnitude of Bangladeshis. The bank shall be forerunner in exploiting new source of fund. With a mission on building long term commitment with our clients, NRB Bank will be providing the right solutions that combine professionalism, expertise and financial strength, and aims to be the preferred provider of financial services. This paper is intended to provide an improved analytical framework to present the different aspects of performance. The framework divides the analysis into five different but interrelated ratios of the health of the institution, and uses a time-series to analyze any positive or negative trends. NRBC Bank aims to be the leading dedicated financial institution for NRB’s to invest in Bangladesh and for Bangladeshi individuals and corporate to access international market to contribute on environment NRB commercial bank shall be pioneer in establishing the concept of Green Banking in Bangladesh. 
1.2: Objectives of the Study 
1.2.1 Broad objective

The main objective of this report is to analyse the Financial Performance of NRB Commercial Bank Limited. 
1.2.2 Specific Objectives
The study has been conducted to achieve the following specific objectives:

· To evaluate the liquidity position of NRB Commercial Bank Limited.

· To analyse the asset utilization performance of NRB Commercial Bank Limited.

· To examine the debt position of NRB Commercial Bank Limited.

· To analyse the profitability of NRB Commercial Bank Limited.

· To assess the marketability of NRB Commercial Bank Limited.

· To analyse the financial performance of the NRB Commercial Bank Limited within the banking industry.
· To fulfill the partial requirement of BBA program

1.3: Methodology of the Study
Methods followed to conduct the research are called methodology. The following methodology was adopted to prepare this report:
1.3.1 Research Design:

This report is descriptive in nature, which focuses on the financial performance of NRB Commercial Bank Limited.
1.3.2 Sources of data:
· Primary sources:

· Practical desk work.
· Direct conversation with officers.
· Secondary sources:

· Annual Reports of NRBCB from 2013 to 2015.

· Annual Reports of Bangladesh Bank from 2013 to 2015.

· Official website of the NRBCB and Bangladesh Bank.
1.4: Limitations of the Study
On the way to my study in NRBC Bank Limited, I have faced the following problems, which may be termed as the limitations of the study. The major limitations of the study are given as follows:
· The depth of focus of information and system is not possible because of the organizational confidentiality.

· To complete the study, time was limited by three months. It was really very short time to know details about an organization like NRBC Bank Ltd.

· The officials of the organization remain extremely busy throughout the day. So in spite of their keen interest they did not have enough time to supervise and guide me.

· Lack of experiences has acted as a constraint in the way of meticulous exploration on the topic. Being a member of the organization, it was not possible on my part to express some of the sensitive issues.

Chapter - 2

2.1: Overview of NRBC Bank

NRBC Bank is one of the fourth generation private commercial banks in Bangladesh have begun its operation in 2013 with an aim of bringing new look at banking. It is long cherished dream of the Non-Resident Bangladeshis (NRBs) that they would collectively invest in the country in a sector that would help in the developing of the socio-economic, culture and overall field of the country, fostering the wheels of progress of our beloved country, Bangladesh. With the sincere wishes of the government a group of NRBs took the initiative of establishing an NRB based bank in the country. A small group of devoted and sincere experienced bankers were picked up and formed the initial working group while organizing the interested NRBs living in different countries of the world. the point of journey was never looked back, leaving it at par behind .after  a much enduring long process the final moment of kicking the day off came on the 2ndApril 2013, the day of which NRBCB started rolling on by inaugurating its head office formally making with a gala launching ceremony . the bank is deeply indebted to the Government of peoples Republic of Bangladesh , Ministry of finance and Bangladesh Bank for their timely initiatives to establish the first ever bank by Non-Resident Bangladeshis as NRBCB .Bangladesh Bank awarded NRBC Bank with ‘The Award  of Excellence’ for building a unique presence and image of the bank.

2.2: Vision 
To become a peerless bank in terms of providing efficient & innovative banking services, safeguarding depositor’s interest, fulfilling shareholders desire, supporting economic growth of the country with particular attention to channelize regular inflow of foreign remittance of Bangladeshi expatriates working abroad and also the inflow of idle and less remunerative fund held with wealthy NRBs. 
2.3: Mission
· Strengthen the business and investment opportunities.

· Create confidence among NRBs for investment

· Strengthen inflow of remittance

· Maintain good financial environment

· Create dignified working environment for employees.
2.4: Core values

· Commitment

· Ethical values

· Innovation

· Team spirit

· Customer delight

· Caring for human resource 
2.5: Objectives of Bank

· Balanced and sustainable growth.

· Maximization of shareholder

· Canalized idle and less remunerative fund of NRB.

· Attract FDI of NRBs through diverse product and projects.

· Ensure CSR practice

· To invest in the thrust sector for overall economic development.

· Technology transfer with the help of the well-educated professional and experienced sponsors of the bank to have a green banking practice.

2.6: Departments of NRBCB
(a) Customer Service Department (CSD):-
Customer service department provides different services to its customer, such as:
· Account Opening

· Account Closing

· Providing Bank Statement\Balance Certificate

· Providing Check  Books

· Providing locker Facilities
(b) Cash Department:
Cash department performs different activities like:

· Cash Withdrawal

· Cash Deposit
(c) Remittance Department:
This department performs all the activities related to clearing of cheques of different financial institutions. Clearing includes inward and outward clearing of cheques. This department also receives remittances from abroad and outside. This department also handles traveler’s cheques, fax transfer, telex\Swift transfer and drafts.

(d) Trade Finance Department:
This department has three services for the customers:-

· Letter of Credit (LC)

· Telex Transfer (TT)

· Guarantee
(e)  Credit Department: 
· Preparation and execution of security documents based on credit facility offer letter like loan deed, pledge deed, letter of lien, hypothecation, mortgage deed, etc. (signing in all documents by customer and verification of signatures).

· Execution of mortgage at land registration office or registration of vehicle in bank’s name at transportation office or pledging of stocks according to loan type

· Ensure that the entire document are obtained and verified with checklist.

· Maintain rate limit input and register the loan, into the system.

· Generate repayment schedule.

· Disburse loan.

· Keep security document.

· Maintain proper record of all security documents.

· Monitoring and inspection of stock and inventory and observation of books of customer’s accounts on a periodic basis according to the nature of loan provided.

· Monitoring of insurance of securities on a regular basis.

· Release of securities after full and final settlement of loan.

· Follow recovery processes if the principal or interests on loan aren’t paid on time.

f)  General Service Department: 
This department keeps record regarding receipt and payment of the things which are necessary to run bank. It also receives letter from the employees of various department regarding requirements, stationery and other necessities. This department also keep the bird eye view on goods they have received as per their order like whether the goods they have received are in right condition or not.

g) Human Resource Department:
HRD involves hiring, promoting and firing of employees. Under the supervision of this department various training programs for employees are also launched.  
2.7: Banking   Operation OF NRBC

Products & Services of NRBC bank

                                         Figure 2.1: products of NRBC bank 
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· Retail banking         

   Deposit products: 
· Deposit

· Saving accounts

· Current accounts

· Fixed / recurring

· Corporate salary A/C

  Card product:

· Debit card

· Prepaid duel currency card

· Platinum duel currency credit card

· Gold duel currency credit card

· Classic duel currency credit card

Loan product:
· Agriculture finance
· Auto finance

· Construction finance

· Consumer finance

· Export finance

· Green finance

· Home finance

· Import finance

· Machinery finance

Wholesale Banking:
· Guarantees

· Bill collection

· Letter of credit

· Working capital

· Forex and Derivatives

· Wholesale Deposits

· Term loan 
Transaction banking:
· Cash Management

· Custodian services

· Clearing Bank Services

· Tax collection
  2.8: Business Review 

Table 2.1: NRBCBs Business Review

	Amortized capital
	Tk.10000million

	Paid-up  capital
	Tk.4,446.06 million

	Capital
	Tk.5444.76millon

	Total Assets
	36259.01million

	Earnings per share
	Tk.1.26

	ROI
	11.55%

	Capital to risk weighted assets ratio
	18.93%

	Reserves
	Tk.247.67 million

	Net Assets value per share
	Tk.11.50

	Net operating cash flow per share
	Tk.7.68

	Return on Asset
	1.83%

	Net asset value
	Tk.5,152.92


Source:  Annual report of NRBCB
2.9: Organizational Structure
Fig 2.2: Organizational structure
                


















Source:  Annual report of NRBCB

2.10: NRBC Banks Chronicles

                                         Table 2.2: NRBCBs chronicles

	Application for bank license 
	May 31,2011

	Letter of intent 
	April 17,2012

	Certificate of incorporation
	February 20,2013

	Certificate for commencement of business
	February 20,2013

	First meeting of board of directors 
	February 23,2013

	bank license from Bangladesh bank
	March 10,2013

	Primary dealership license
	March 10,2013

	Inauguration ceremony
	April 02,2013

	Branch license 
	April 17,2013

	Opening of first branch
	April 18,2013

	Authorized dealer permission 
	May 13,2013

	Clearing house membership 
	June 16,2013

	SWIFT membership 
	August 03,2013

	1st  RMA 
	August 04,2013

	Statutory meeting of the shareholder
	August 12,2013

	Membership with VISA international
	August 28,2013

	Commencement of NRB desk
	December 29,2013

	Opening of 10th branch (mugrapara)
	December 29,2013

	Achievement of ten thousand accounts
	January 23,2014

	Launching of internet banking
	April 02,2014

	Launching of VISA card
	April 02,2014

	Opening of 20th branch 
	August 11,2014

	Achievement of fifty thousand account 
	March 08,2015

	Opening of training institute
	January 07,2015

	Launching of agent banking
	December 17,2015


Source of annual report of NRBC Bank
Chapter – 3 

3.1. Financial Performance Analysis

Financial performance analysis refers to the viability, stability and profitability of a business, sub- business or project. It is performed by professionals who prepare reports using ratios that make use of information taken from financial statements and other reports. These reports are usually presented to top level management as one of their bases in making banking decisions. Based on these reports, management may take a decision. Financial performance analysis is vital to get a financial overview about a company. Generally, it is consists of the interpretation of balance sheet and income statement. By using these two sources, one can perform the ratio analysis in the form of trend and comparative analysis, which are the major tools for analyzing the financial performance of a company. 
3.2. Importance of Financial Performance Analysis:

The basic objective of any financial statement is to fulfil information needs of the intended users. The purpose of financial performance analysis is given below- 
Evaluating Financial Position: Financial Performance analysis helps to evaluate the actual financial position of a firm at a specific time. The users of financial statement can know about the company’s asset and liabilities through a balance sheet. 
Evaluating financial performance: Through financial performance analysis we know whether the firm was able to use available resources properly and how well it managed its cash flow. 
Changing in financial position: The users are interested to know that how much cash and cash equivalents have been generated and whether the entity has made a satisfactory contribution to their equity holders. 
Evaluating efficiency of management: Financial performance analysis provides an insight how management is managing the business and whether they have fulfilled their responsibility or not. 
Decision making: To make investing, financing and dividend decision, firms need to analyze the   financial performance. 
Special purpose: Sometimes financial performance analysis is served the special purpose of some institution such as bank. 
3.3.Tools of Financial Performance Analysis:

· Trend analysis.

· Horizontal analysis.

· Vertical analysis.

· Ratio analysis.
Horizontal Analysis: The comparative financial statements are an example of horizontal analysis, as it involves analysis of financial statements for a number of years. Horizontal analysis is also regarded as Dynamic Analysis. 
Vertical Analysis: It is performed when financial ratios are to be calculated for one year only. It is also called as static analysis. 
Trend Analysis: The ratios of different items for various periods are find out and then compared under this analysis. The analysis of the ratios over a period of years gives an idea of whether the business concern is trending upward or downward. This analysis is otherwise called as Pyramid Method.
Ratio Analysis: Ratio analysis is very important and common measure for analyzing financial performance. Actually, it is a numerical process. Ratio Analysis shows the numerical and quantitative relationship between two items or variables is called ration analysis. 
3.4. Categories of Financial Ratios:
Financial ratio can be divided into five basic groups of categories:

Figure 3.1: groups of financial ratios

[image: image4]
3.5. a Analyzing Liquidity Ratio:
The liquidity of a business firm is measured by its ability to satisfy its short-term obligations as they come due. Liquidity refers to the solvency of the firm’s overall financial position the each with which it can pay its bills. Because of a common precursor to financial distress and bankruptcy is low or declining liquidity, these ratios can provide early signs of cash flow problems and impending business failure.

Net Working Capital:
Current assets, commonly called working capital, represent the portion of the investment that circulates from one another in the ordinary conduct of business. And net working capital is commonly defined as the difference between the firm’s current assets and current liabilities.
Net Working Capital= Current Asset – Current Liabilities

Current Ratio:
One of the most general and frequently used of these liquidity ratios is the current ratio. Organizations use current ratio to measure the firm’s ability to meet short-term obligations. It shows banks’ ability to cover its current liabilities with its current assets. The standard ratio is 
Current Ratio = Current Asset / Current Liabilities

3.5.b Analyzing Activity Ratio:
Activity ratio measures the speed with which accounts are converted into sale or cash. With regard to current accounts, measures of liquidity are generally inadequate because differences in the composition of a firm’s current accounts can significantly affect its true liquidity.

Total Asset Turnover:
The total asset turnover indicates the efficiency with which the firm is able to use all its assets to generate sales.

Total Asset Turnover = Revenue or operating Income / Total asset

Investment to deposit Ratio: 
Investment to deposit ratio shows the operating efficiency of a bank in promoting its investment product in terms of total deposits.
Investment to Deposit Ratio= Total Investment/ Total Deposit

 Inventory turnover:

A ratio showing how many times a company's inventory is sold and replaced over a period.

Inventory Turnover= Cost of goods sold/ Average Inventory
 The days in the period can then be divided by the inventory turnover formula to calculate the days it takes to sell the inventory on hand or "inventory turnover days". 

Average Collection Period: 

Average collection period is useful in evaluating credit and collection policies. This ratio also measures the quality of debtors. It is arrived at by diving the average daily sales into the accounts receivable balance:

Average Collection Period=Accounts receivable/ (Credit sales/365)

Average Payment Period: 

Average payment period ratio gives the average credit period enjoyed from the creditors that means it represents the number of days by the firm to pay its creditors. A high creditor’s turnover ratio or a lower credit period ratio signifies that the creditors are being paid promptly. Not taking the full advantage of credit facilities allowed by the creditors. It can be calculated using the following formula:

Average Payment Period=Accounts payable/ Average purchase per day.
3.5.c Analyzing Debt Ratio:

The debt position indicates the amount of other people’s money being used in attempting to generate profits. In general, the modern debt a firm uses in relations to its total assets, the generate its financial leverage, a term use to describe the magnification of risk and return introduced through the use of fixed cost financing such as debt and preferred stock.

Debt Ratio: The debt ratio measures the proportion of total assets provided by the firm’s creditors.

Debt Ratio = Total liabilities / Total Assets

Debt to Equity Ratio: This ratio assesses the firm’s capital structure. It provides a measure of risk to creditors by considering the funds invested by creditors (debt) and investors (equity). The higher percentage of debt is greater the degree of risk to any creditor.

Debt to Equity ratio = Total liability / Shareholders Equity

 Time Interest Earned Ratio: This ratio measures the ability to meet contractual interest payment that means how much the company able to pay interest from their income.

Time Interest Earned Ratio=EBIT/ Interest 
3.5.d. Analyzing Profitability Ratio:

These measures evaluate bank’s earning with respect to a given level of sales, a certain level of assets, the owner’s investment, or share value. Without profits, a firm could not attract outside capital. Moreover, present owners and creditors would become concerned about the company’s future and attempt to recover their funds. Owners, creditors and management pay close attention to boosting profits due to the great importance placed on earnings in the market place.

Net Profit Margin: The net profit margin measures the percentage of each sales dollar remaining after all expenses, including taxes, have deducted. Higher net profit margin is considered as better. The net profit margin is calculated as follows:
Net Profit Margin = Net profit after tax / Operating Income

Cost to Income Ratio: The cost/income ratio is an efficiency measure similar to operating margin. Unlike the operating margin, lower is better. The cost income ratio is most commonly used in the financial sector. It is calculated as follows:

Cost income ratio = Total operating expenses/Total operating income

Return on Assets (ROA): An indicator of how profitable a company is relative to its total assets. ROA gives an idea as to how efficient management is at using its assets to generate earnings. Calculated by dividing a company's annual earnings by its total assets, ROA is displayed as a percentage. Sometimes this is referred to as "return on investment”.

ROA = Net profit after tax/total asset * 100

Return on Equity (ROE): The amount of net income returned as a percentage of shareholders’ equity. Return on equity measures a corporation's profitability by revealing how much profit a company generates with the money shareholders have invested.

ROE is expressed as a percentage and calculated as:

Return on Equity = Net Income/Shareholders’ Equity * 100

Earnings per Share (EPS): The organization’s Earnings per share (EPS) are generally of interest to present or prospective stockholders and management. The Earning per share represents the number of taka earned on behalf of each outstanding share of common stock. The earnings per share are calculated as follows:
Earnings per Share = Earnings available for common stock holder/No of shares of common stock outstanding 

3.5. Analyzing market Ratio:

A ratio used to find the value of a company by comparing the book value of a firm to its market value. Book value is calculated by looking at the firm's historical cost, or accounting value. Market value is determined in the stock market through its market capitalization.

Price/ Earnings Ratio (PE ratio): The price / earnings ratio of a stock is a measure of the price paid for a share relative to the income or profit earned by the firm per share. Calculated as:

Market price per Share / Earnings per Share (EPS)
Market/ Book Ratio: The Market/Book ratio provides an assessment of how investors view the firm’s performance. It relates the market value of the firm’s shares to their book –strict accounting value. To calculate NRBCB M/B ratio, we need calculate the book value per share of common stock:
Book value per share of common stock= Common stock equity /number of shares of common stock outstanding

The formula of Market/Book ratio is:

M/B Ratio= Market Price per Share/ Book value per share of common stock

Chapter – 4

4.1. Analyzing Ratio:

Analyzing Liquidity Ratio:
Current Ratio:

The standard ratio is 
 Current Ratio = Current Asset / Current Liabilities.

Table4.1.a: current ratio
	year
	2013
	2014
	2015

	ratio
	28.10%
	9.00%
	9.64%


                         Source of annual report of NRBCB 
Figure 4.1a: current ratio
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Interpretation:
Generally higher current ratio indicates a greater degree of liquidity. Banking industry generally maintains 1:1 current ratio. In 2013 it has maintained Tk. 28.10 which indicates a high rate of current ratio.  In 2014 it has maintained Tk. 9.00 current assets against Tk. 1 current liabilities. And the following year from 2015 NRBC has maintained a satisfactory level of current ratio.
 Net Working Capital: net working capital is commonly defined as the difference between the firm’s current assets and current liabilities.
Net Working Capital= Current Asset – Current Liabilities.

Table 4.1 b: Net working capital.

	Year
	2013
	2014
	2015

	Net working capital
	6.11%
	6.51%
	6.55%


            Source of annual report of NRBCB 

Figure4.1b: working capital
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Interpretation:

  Net working capital measures liquidity position of the firm. In 2013 there is a falling trend in liquidity position of NRBC. And from 2015a rising trend in liquidity position of NRBC has been noticed, however, this has increased 6.55 in 2015. Bank should try more to increase its net working capital in upcoming years.
4.2. Analyzing Activity Ratio:
Total Asset Turnover:
Total Asset Turnover = Revenue or operating Income / Total asset.

Table 4.2 a: total asset turnover ratio.
	Year
	2013
	2014
	2015

	Ratio
	2.7%
	9.7%
	12.9%


                    Source of annual report  

Figure 4.2a: total asset liabilities
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Interpretation:
 We know that the greater total asset turnover ratio is more efficient. In 2013 the total asset turnover was 2.7times which has increased to 9.7 times in the year of 2014, after that it is increased the year 2015. This indicates that NRBC is able to utilize its total asset to generate its income level. 
Investment to deposit Ratio: 
Investment to Deposit Ratio= Total Investment/ Total Deposit. 
Table 4.2b: investment to deposit ratio

	year
	2013
	2014
	2015

	ratio
	13.10
	32.82
	21.47


              Source of annual report  
Fig4.2b: investment to deposit
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Interpretation:
 From the graph, we have seen that Investment to deposit ratio of NRBC was gradually decreasing from 32.82% in 2014 .It indicates That, NRBC was less efficient in converting their deposit into investment. However, NRBC should maintain this level to be efficient in converting its deposit into investment.
Cost to income Ratio: 

Table 4.2c: cost to income
	year
	2013
	2014
	2015

	Cost to income ratio 
	73.15%
	66.58%
	53.93%


  Source of annual report of NRBCB 

Figure4.2c: cost to income ratio
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Interpretation:
The cost to income ratio measures the efficiency of the management in controlling expenses. The graph shows that the cost to income ratio of the bank has decreased over the years. However, the cost to income ratio has increased in 2013 but after that, it has decreased from 2014. This indicates that the bank is not efficient enough to reduce its cost relative to income.
Credit deposit Ratio: 

Table 4.2d: credit deposit ratio
	year
	2013
	2014
	2015

	Credit deposit ratio
	75.71%
	79.79%
	79.11%


          Source of annual report of NRBCB
Figure4.2d: Credit Deposit ratio
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Interpretation:
 From the graph, we have seen that credit to deposit ratio of NRBC was gradually decreasing from 2014. It indicates That, NRBC was less efficient in converting their deposit into investment. However, NRBC should maintain this level to be efficient in converting its deposit into credit.
4.3 Analyzing Debt Ratio:

Debt Ratio: The debt ratio measures the proportion of total assets provided by the firm’s creditors.

Debt Ratio = Total liabilities / Total Assets 

Table 4.3a: Debt ratio
	year
	2013
	2014
	2015

	Total liabilities
	1083.11
	4492.66
	8651.75

	Total assets
	9537.59
	24848.11
	36259.01

	Debt ratio
	.11
	.18
	.238


                    Source: annual report of NRBC 2013-2015.
Figure4.3a: debt ratio
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Interpretation: 
The higher this ratio, the leverage is the bank and the greater is its financial risk. In 2013 debt ratio was .11. In 2014 debt ratio was increased than 2013 to .18. From 2014 debt ratios are .238 which indicates NRBC is a highly leveraged firm. That means NRBC used more debt than assets.
Debt to Equity Ratio: This ratio assesses the firm’s capital structure. It provides a measure of risk to creditors by considering the funds invested by creditors (debt) and investors (equity). The higher percentage of debt is greater the degree of risk to any creditor.

Debt to Equity ratio = Total liability / Shareholders Equity

Table 4.3b: debt to equity
	year
	2013
	20142014
	2015

	Total liability
	1083.11
	4492.66
	8651.75

	Shareholder equity
	4399.19
	4587.85
	5152.92

	Ratio
	0.24%
	0.97%
	1.67%


              Source: annual report of NRBC 2013-2015
Figure4.3b: Debt to equity ratio

[image: image12.emf]0.24%

0.97%

1.67%

0.00%

0.20%

0.40%

0.60%

0.80%

1.00%

1.20%

1.40%

1.60%

1.80%

2013 2014 2015

Debt to equity


Interpretation:
 Above graph shows the debt to equity ratio of NRBC in 2014 the debt to equity ratio was .24 times which increased 1.67 2014. Which indicates that the bank has increased its financial risk by increasing debt to equity ratio? It also means that a higher debt to equity ratio indicates that more creditor financing is used than investor financing by NRBC.
4.4 Analyzing Profitability Ratio:
Return on Assets (ROA): 
ROA = Net profit after tax/total asset * 100
Table 4.4a: return on assets

	year
	2013
	2014
	2015

	ROA
	.51%
	1.75%
	11.55%


                  Source of annual report of NRBCB 
Figure 4.4.a. returns on Assets
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Interpretation: 
The graph shows that ROA of NRBC has increased over the years. It has increased from 1.75% in 2014 to 11.55% in 2015 which is a positive sign for the bank. It indicates that return has increased against assets and assets are utilized by the bank effectively and efficiently.
Return on Equity (ROE): The return on equity (ROE) measures the return earned on the owner’s (both preferred and common stockholders’) investment. Generally, the higher the return is better for the owners. 
Return on equity = Net Income/Shareholders’ Equity * 100
Table 4.4.b.Return on equity
	year
	2013
	2014
	2015

	ROE
	.28%
	0.46%
	1.83%


           Source of annual report of NRBCB  
Figure 4.4 b: return on equity
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Interpretation: 
This figure represents the ROE of NRBC was .28 in 2013. But, in 2014 it awfully incresead. And in 2015 it came to 1.83 which indicates that bank was enough in generating profit by utilizing its equity capital. So management should work hard to increase return in terms of equity.
Earnings per Share (EPS): The organization’s Earnings per share (EPS) are generally of interest to present or prospective stockholders and management. The earnings per share are calculated as follows:
Earnings per Share = Earnings available for common stock holder/No of shares of common stock outstanding. 
4.4. C: Table of EPS
	year
	2013
	2014
	2015

	EPS
	0.05%
	0.19%
	1.26%


           Source of annual report of NRBCB
Figure 4.4.c: Earning per share
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Interpretation:
 The earning per share represents the number of TK earned on behalf of each outstanding share of common stock. The graph shows that the NRBC’s earning per share has been increased over the years. However, the earning per share has decreased from 0.05 in 2013 to Tk1.26 in 2015. Though the EPS is increased over the years. It is good for the shareholders.
4.5. Analyzing market Ratio:

Price/ Earnings Ratio (PE ratio): The price / earnings ratio of a stock is a measure of the price paid for a share relative to the income or profit earned by the firm per share.  
Table 4.5a: Market price per Share / Earnings per Share (EPS)
	year 
	2013
	2014
	2015

	P/E Ratio
	12.49
	10.46
	9.46


               Source of annual report of NRBCB
Figure 4.5a: price/earnings ratio
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Figure 4.5a: price/earnings ratio
Interpretation: 
Price earnings ratio measures the investors’ confidence towards the organization. However, the price earnings ratio of NRBC has been decreasing over the years. The price earnings ratio of NRBC has decreased from 12.49 times in 2013 to 9.46 times in 2015. This indicates that investors’ confidence about bank’s performance was reduced over the years. 
4.6 Horizontal / Trend Analysis: 
    Percentage change = (recent years-previous year)/previous year 
Table 4.6: horizontal / trend analysis

	particular
	2015
	2014
	%
	2013
	%

	Paid up capital
	4579.44
	4446.06
	.029
	4446.06
	-

	Total stockholder equity
	5152.92
	4587.85
	.123
	4399.19
	.04

	deposits
	28880.68
	17270.89
	.067
	4909.95
	.71

	Loans and advances
	23227.39
	14412.35
	0.61
	3717.15
	2.87

	Investment
	6200.87
	5669.75
	.0936
	643.24
	7.81

	Total assets
	36259.01
	24848.11
	.459
	9537.59
	1.60

	Operating  income
	922.42
	331.18
	1.70
	92.54
	2.54

	Operating expense
	1079.80
	659.80
	0.636
	261.14
	1.52

	Profit before tax
	792.73
	183.63
	3.31
	38.31
	3.79

	Net Profit after tax
	560.08
	84.77
	5.60
	22.03
	2.84


Form above horizontal table 2015 is quite better than 2013 and 2014.the growth of operating profit is higher than 2014. Because of multiple effect of the positive gap between operating profit and expense. Over the past three years NRBC bank has maintained a strong return on equity and it is increasing trend. ROE has a very satisfactory level in 2015, considering industry average. The equity value has consistently increased due to promotional growth in business. 
4.7 Vertical Analysis:  
                                       Table 4.7: table of vertical analysis

	Particular
	2015
	%
	2014
	%
	2013
	%

	Cash in hand
	5313.93
	15.27%
	3715.25
	15.61%
	4522.54
	54.24%

	Loans and advances
	23277.39
	66.90%
	14412.35
	60.56%
	3717.15
	44.58%

	Total investment
	6200.87
	17.82%
	5669.75
	23.82%
	643.24
	7.71%

	Total assets
	34792.19
	100%
	23797.35
	100%
	8336.94
	100%

	Total deposit
	28880.68
	43.48%
	17270.89
	65.54%
	4909.95
	47.24%

	Total liabilities
	8651.75
	13.02%
	4492.66
	17.04%
	1083.11
	10.42%

	Total shareholder equity
	37532.43
	56.51%
	4587.85
	17.41%
	4399.19
	42.33%

	Total shareholder equity and liabilities
	66413.1
	100%
	26351.4
	100%
	10392.2
	100%


From the table here liabilities are higher than assets it makes ratio lower .the total liabilities is lower than equity that means it has more equity than debt. Investments are increased in 2015.it helps to increased net treasury income to maintain its footprint in secondary market trading, holding of government security. Here a strong deposit since 2013 and concentrating on mobilize low fund .it help to on banks profitability in the long run.  
Figure 4.5a: price/earnings ratio
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Investment is increased in 2015.it helps to increased net treasury income to maintain its footprint in secondary market trading, holding of government security. Loan and advances also increased than 2013 and 2014.total deposit also increased over the year. Only liabilities are lower than 2014; it is a good sign of industry.

Chapter – 5 


5.1 Major Findings
· In the Analysis it has been seen that NRBC maintains current ratio more than 1:1 ratios over the last three years. But the decreasing trend of current ratio and net working capital over the last three years indicates that the bank may face liquidity risk in future if this trend continues.  

· The cost to income ratio of the bank has decreased over the years which indicate that the bank was efficient enough to reduce its cost relative to income, but in comparison with the industry average, this was quite lower than the other companies within the industry.

· The ROA of NRBC was increased over the years of analysis which refers the NRBC was efficient enough in generating profit by utilizing its assets and equity capital of the shareholders. But ROE is decreased which was not efficient for generating profit.
· Analyzing the EPS, it can be said that NRBC’s EPS has been increasing over the years and it is a good sign for the shareholders.

· The Price Earnings Ratio of NRBC was decreased over the years from 10.13 times in 2011 to 6.31 times in 2015. This indicates that investors’ confidence about bank’s performance was reduced over the years.
· In comparison to the industry average, the profitability ratio of the bank is better. It is a good sign for the bank.

· Net profit margin is upward and downward situation.

5.2 Recommendations
The following recommendations can be made to improve the financial performance of NRBC bank.
· NRBC should try to maintain a satisfactory level of liquidity position but should be careful about current assets in relative to its current liabilities because excess liquidity could affect its profitability.

· NRBC should also try to improve their Total Asset Turnover. It should provide more concentration in making investments to creditworthy customers and develop an appropriate monitoring and supervision and also a recovery procedure.

· The leverage position of the bank has increased over the years; therefore the bank should try to decrease its amounts of debt to reduce the degree of indebtedness of the bank.

· NRBC should try to increase its net profit by utilizing their assets and equity capital properly to increase the profitability ratios as they are in decreasing trend.

· Bank management should try to reduce the cost of fund, operating expenses and increase the service quality to generate more operating profit to reduce the cost to income ratio.

· As in comparison with the industry average, the performance of NRBC was quite good enough for, over the year of analysis, the management should try to maintain this level.
5.3 Conclusion
NRB Commercial Bank Limited is reported to be successfully performing banking system. Commercial bank has experienced a phenomenal growth and expansion in Bangladesh in the backdrop of strong public demand and support for the system along with its gradually increasing popularity across the world. Every day NRB Commercial Bank Limited makes an effort to increase their product and services although they provide a wide range of product and services. It is committed to provide high-quality financial service to contribute to the growth of GDP of the country and the growth of industrialization, boosting up export, creating employment opportunity for the educated youth, raising the standard of living of limited income group and overall sustainable socioeconomic development of the country. NRB Commercial Bank Limited always tried its level best to perform financial well. In spite of trying to do well in some aspects NRB Commercial Bank Limited faced some financial problems from time to time. Some the of the problems were- excessive bad loans, shortage of loans and advances, scarcity of cash in hand due to vault limit etc. These problems arose time to time due to the economic slowdown, provision fluctuating, emerging capital market, inflation in the money market and so on. Fighting with all these problems and competing with other banks every moment the bank is trying to do better to best. If this thing continues we hope that NRB Commercial Bank Limited will develop even more in the future.
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